
WELCOME

to

“Utilizing Recovery Zone

Economic Development Bonds”
10AM ~ Thursday, November 19, 2009
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Participants:
Stan Hazelroth, Executive Director

I-Bank, shazelroth@ibank.ca.gov

Sean Spear, Executive Director 

CA Debt Limit Allocation Committee,

Sean.Spear@treasurer.ca.gov

Chas Cardall, Partner

Orrick Herrington & Sutcliffe LLP,

ccardall@orrick.com

Russell Goings III, Managing Director

Cabrera Capital Markets, LLC  

rgoings@cabreracapital.com, 

Tom Dunphy, Executive Vice President

Lamont Financial,

tdunphy@lamontfin.com
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What is the I-Bank?

The California Infrastructure and Economic 

Development Bank (I-Bank) is the State’s 

only general purpose financing authority with 

broad statutory powers to

• issue revenue bonds

• make loans

• provide credit enhancements

for a wide variety of public infrastructure and 

economic development projects.
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The American Recovery and Reinvestment Act 

(ARRA) creates several exciting new innovative 

public finance tools for local governments.

Use of “Recovery Zone Economic Development 

Bonds” is one tool generating interest

Key Points:

•Requires local governments to designate 

“recovery zones” prior to issuing bonds

•Bonds must be issued by the end of 2010
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Recovery Zones:

• Local designation

• Distress indicators

• Local governments will have wide latitude in 

designation by devising locally-determined 

zones

http://www.irs.gov/taxexemptbond/index.html
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Recovery Zone “Economic Development Bonds”

Eligible Projects:

Must be located in a “Recovery Zone” and 

promote economic activity

 Infrastructure & public buildings 

 Job training 

Education

New money - no refinancing of current debt 

(with limited exceptions)
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CA Debt Limit Allocation Committee Role:

Allocation Overview

• Policy

• Timing & Deadlines

• Criteria & Priorities

http://treasurer.ca.gov/cdlac/

http://www.treasurer.ca.gov/cdlac/procedures/20

091120.pdf.
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Recovery Zone “Economic Development Bonds”

• California has received $806,225,000

• The average allocation is approximately $6 

million with most jurisdictions receiving 

between $1million and $3 million; 

• Jurisdictions can waive all or part of their 

allocation so that it can be used elsewhere in 

the state
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Features and Benefits

• Bonds are sold as “taxable” bonds

• 45% of interest payment comes back to 

jurisdiction as a cash rebate

• Opens markets to investors that don’t normally 

buy tax-exempt bonds (pension funds, 

foundations and corporations)

Utilizing Recovery Zone Economic 

Development Bonds

9



10

Utilizing Recovery Zone Economic 

Development Bonds

Features and Benefits

• Total interest cost could be lower than 

traditional tax-exempt financing

• Larger investor market for taxable bonds could 

make them easier to sell

• Taxable market prefers very large issues 

($100-$200 million in size)

• Deal structure may be slightly different than 

traditional tax-exempt structure



Why Consider a pool?

Transaction costs are spread among 

participants

Delivers project funds quickly by accessing an 

already-assembled, experienced bond team

Economies of scale lower overall 

administrative costs to participants

Possible savings through cost effective credit 

enhancement
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Additional considerations

 Increased marketability and market demand

Taxable bonds are attracting new classes of 

bond buyers to the bond market

 Investors are looking for “size” – Pools 

address sizing requirement

 Larger size equates to more liquidity in 

secondary market
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The I-Bank Advantage

Track record of broad range of successful 

bond issuance

Ability to assemble an expert team that works 

for you

Recognized name in the market place

Specialists in local infrastructure financing
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How Does It Work?

• Cities and counties determine their allocation

• Designate Recovery Zone

• Identify eligible project

• Determination of Repayment Source such as

– Revenue Pledge

– Tax Increment

– General Fund

– Mello Roos / Special Tax Pledge

– Special Assessment Pledge
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Bond Holders

I-Bank
Cities & 

Counties

U.S. Treasury

Bonds at 6.5% 
Interest Rate

$100 Million

6.5% Interest Rate

$100 Million

Direct Payment of 45% Interest

Flow of Funds Chart
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How Does It Work?

I-Bank has assembled a bond team to help 

structure the transaction, screen for eligible 

uses, evaluate repayment strength, assess 

readiness, determine appropriate credit 

enhancement, prepare bond documents)

I-Bank issues one large pooled issue on behalf 

of the participants



Sample Timeline

Summer 2009

Fall

Fall 2009

Winter 2009/10

Indications of preliminary interest

I-Bank RFQ to assemble finance 

team

Assemble pool participants 

Review for eligibility

Structure bond pool

Initial bond issuance

(other issuances anticipated)
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Next Steps

The I-Bank would like to hear from you whether pooling 

Recovery Zone ED Projects into a large Bond 

Issuance would be of value to your jurisdiction.

Please email us at ibank@ibank.ca.gov to let us know of 

your interest, any project details, and MOST IMPORTANT

send us: 

• Contact Name

• Jurisdiction

• Phone Number

• Email
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